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T a b l e  r e f e r e n c e s  i n  t h i s  c i r c u l a r  a r e  t o  t a b l e s  i n  
t h e  F a r m  M a n a g e m e n t  M a n u a l  w h i c h  i s  r e ­
v i s e d  y e a r l y .  I n  o r d e r  t o  m a k e  p r o p e r  u s e  o f  
t h e  c i r c u l a r ,  y o u  s h o u l d  h a v e  a  c o p y  o f  t h e  
m a n u a l  a s  w e l l  a s  c o p i e s  o f  t h e  f o r m s  w h o s e  
u s e  i s  i l l u s t r a t e d  i n  t h i s  c i r c u l a r .  T h e s e  m a ­
t e r i a l s  m a y  b e  o b t a i n e d  f r o m  t h e  D e p a r t m e n t  
o f  A g r i c u l t u r a l  E c o n o m i c s  a t  t h e  U n i v e r s i t y  o f  
I l l i n o i s  o r  f r o m  y o u r  c o u n t y  e x t e n s i o n  a d v i s e r .  
S
U C C E S S F U L  F A R M I N G  i s  t h e  r e s u l t  o f  t h e  o p e r a t o r ' s  
a b i l i t y  t o  m a k e  a n d  t o  e x e c u t e  d e c i s i o n s  t h a t  
a f f e c t  t h e  p r o f i t a b i l i t y  o f  t h e  f a r m  b u s i n e s s .  S o m e  o f  
t h e  d e c i s i o n s  t h a t  m u s t  b e  m a d e  i n c l u d e :  
•  W h a t  e n t e r p r i s e s  s h o u l d  b e  i n c l u d e d  i n  t h e  o p ­
e r a t i o n ?  
•  W h a t  s i z e  o f  f a r m  s h o u l d  b e  o p e r a t e d ?  H o w  
b i g  s h o u l d  t h e  e n t e r p r i s e  b e ?  
•  H o w  s h o u l d  t h e  f a c t o r s  o f  p r o d u c t i o n  b e  a c ­
q u i r e d ?  S h o u l d  t h e  l a n d  b e  r e n t e d  o r  p u r c h a s e d ?  
H o w  s h o u l d  t h e  c a p i t a l  b e  a c q u i r e d ?  S h o u l d  t h e  
l a b o r  b e  h i r e d  o r  s u p p l i e d  b y  t h e  f a r m  f a m i l y ?  
•  H o w  s h o u l d  t h e  w o r k  b e  d o n e ?  W h a t  t y p e  o f  
m a c h i n e r y  a n d  e q u i p m e n t  s h o u l d  b e  u s e d ?  
•  W h a t  t e c h n o l o g i e s  m u s t  b e  i n c l u d e d  i n  t h e  o p ­
e r a t i o n ?  W h a t  s e e d  a n d  f e r t i l i z e r  s h o u l d  b e  u s e d ?  
W h a t  t y p e  o f  r a t i o n s  s h o u l d  b e  f e d  t o  l i v e s t o c k ?  
M a n y  o f  t h e  d e c i s i o n s  f a r m e r s  m u s t  m a k e  c o n ­
c e r n  s o i l s ,  c r o p s ,  l i v e s t o c k ,  m a c h i n e r y ,  a n d  b u i l d i n g s .  
T h e  a g r o n o m i s t ,  t h e  a n i m a l  s c i e n t i s t ,  t h e  a g r i c u l t u r a l  
e n g i n e e r ,  t h e  v e t e r i n a r i a n ,  o r  t h e  e n t o m o l o g i s t  c a n  
a s s i s t  t h e  f a r m e r  w i t h  t h e s e  t e c h n i c a l  q u e s t i o n s .  
I n  a d d i t i o n  t o  m a k i n g  d e c i s i o n s  o n  t e c h n o l o g y ,  t h e  
o p e r a t o r  m u s t  d e c i d e  o n  t h e  o r g a n i z a t i o n  o f  h i s  b u s i ­
n e s s  a n d  t h e  a c q u i s i t i o n  o f  r e s o u r c e s .  
T o  h e l p  f a r m e r s  w i t h  t h e s e  d e c i s i o n s ,  t h e  D e p a r t ­
m e n t  o f  A g r i c u l t u r a l  E c o n o m i c s  a t  t h e  U n i v e r s i t y  
o f  I l l i n o i s  h a s  d e v e l o p e d  s o m e  b u d g e t i n g  p r o c e d u r e s  
a n d  t o o l s .  T h e s e  i n c l u d e  i n s t r u c t i o n s  a n d  f o r m s  f o r  
c o m p l e t e  b u d g e t s ,  p a r t i a l  b u d g e t s ,  a n d  s e l e c t e d  f i n a n ­
c i a l  r e c o r d s .  T h i s  c i r c u l a r  e x p l a i n s  w h y  f a r m e r s  
s h o u l d  u s e  t h e s e  f o r m s  a n d  a l s o  p r o v i d e s  e x a m p l e s  
o f  t h e i r  c o r r e c t  u s e .  
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INCOME POSSIBILITIES FOR YOUR FARM 

A major problem confronting farmers is the selec­
tion of a farm organizational plan that will help them 
achieve their farm and family goals. The farm plan 
must include the crops to be grown and the acres of 
each crop, the kinds and numbers of livestock, the labor 
and capital requirements, and a summary of the ex­
pected long-time income. 
The most effective procedure for determining the 
best farm plan is to first work through the present 
farm plan on the income possibilities form (Exhibits 
A, B, and C) and then to work through alternative 
plans until the plan that best fits the farm in question 
is found. Average management has been assumed in 
calculating incomes and returns in the sample forms. 
It is also assumed that a farmer can achieve the same 
levels of return on one farm as well as on another. No 
attempt is made in the sample estimates to determine 
the income, labor, or capital requirements for a par­
ticular year. 
The farm used to illustrate the budget forms con­
tains 432 acres (403 acres tillable land, 18 acres perma­
nent pasture, and 11 acres farmstead, roads, and waste­
land). The livestock program includes about 250 head 
of feeder cattle and 100 litters of hogs. The farm is 
operated under a SO-SO livestock-share lease. 
Exhibit A: Form 1.- Land Use System 
The crop column lists the types of crops being 
grown. If other crops are grown that are not presently 
listed, write in these crops on lines 6, 7, or 8. If an 
acreage is not cropped because of participation in gov­
ernment programs, write "diverted acres" on line 8. 
Mixed hay, line 9, includes land from which part or 
all of the forage is removed as hay, haylage, or grass 
silage. Rotation pasture, line 10, refers to forage crops 
that are pastured; no part of the crop is harvested as 
hay, haylage, or silage. Grass and legumes seeded, line 
11, refers to land that is seeded during the planning 
year. This will generally include the wheat, oats, and 
diverted acreages seeded. 
Column 1. - Enter total acres of each crop to be 
grown. If diverted acres are listed, include these acre­
ages in column 1. Circle acreages listed for grass and 
legumes seeded if they include small grain land and di­
verted acres seeded. Circling the acreage indicates that 
it is accounted for in other crops and is not included in 
computing total tillable acres. 
Column 2. - Labor (hours) per acre is the annual 
direct hours required to produce the crops listed. Table 
4 of the Farm Management Manual indicates three 
levels of efficiency. For planning purposes, average effi­
ciency is used for all inputs. On line 9, column 2, 
footnote (b), do not use any labor input if hay is fed 
on the farm. If hay is sold, select the appropriate labor 
figure from Table 4. 
Column 3. - Compute the amount of labor by 
multiplying acres in column 1 by hours of labor per 
acre in column 2. Then add the amounts for each crop 
to obtain the total hours on line 15. 
Column 4. - Crop costs per acre are taken from 
Table 3 of the manual. These figures are total direct 
costs for 100 bushels of corn, 33 bushels of soybeans, 
and other crops as listed. The direct crop costs are the 
costs that can be directly allocated to each crop. Power 
and machinery costs include depreciation, repairs, fuel, 
taxes, and insurance. 
Column 5. - Crop costs are calculated by multi­
plying column 1 by column 4. If hay is sold from the 
farm, compute crop costs on line 9. Add all amounts 
and enter the total on line 15. 
Column 6. - Operator's share of acres is the acres 
from which the operator gets the crop or the income. 
Exhibit A, line 1, column 1 shows 237 acres of corn; 
the figure entered in column 6 will be SO percent of 
column 1, or 118.5 acres, since the farm is operated on 
a SO-SO livestock-share lease. If tenures differ in one 
operation, Form AE-3722 (revised) may be used to 
compute the operator's share of acres. 
Column 7. - Yield per acre is the potential yield 
that can be achieved over a period of years for the type 
of soil on the farm being considered. Crop-yield guides 
for Illinois soil types are available. These guides list 
the potential yields for selected crops. Hay yields are 
expressed in terms of dry hay that could be harvested 
per acre if all hay were harvested. Yields per acre of 
rotation pasture may be estimated by using Table 1. 
Column 8.- Operator's share of production is the 
production of each crop from the operator's share of 
acres. To obtain this figure, multiply column 6 by 
column 7. 
Column 9. - Fertilizer cost per unit is cost of fer­
tilizer nutrient removals per bushel or per ton (see 
Table 2). If hay is sold from the farm, a per-unit value 
must be entered on line 9. 
Column 10. - The amount of fertilizer cost is the 
value given to the nutrients removed by the crops pro­
duced. It is calculated by multiplying column 8 by col­
umn 9 and adding the amounts on different lines to get 
the total fertilizer cost on line 15. 
Column 11. - Hay equivalent per unit is used to 
convert all forages to hay equivalents in tons. Green 
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1 4 .  F a r m s t e a d ,  r o a d s ,  w a s t e  
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1 8 .  T o t a l  a d j u s t e d  c r o p  c o s t s  ( c o l .  5 ,  l i n e  1 5  +  o r  - l i n e  1 6 )  T o t a l  a d j u s t e d  f e r t .  c o s t s  ( l i n e  1 5  - l i n e  1 7 )  
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•  L i s t  e a c h  c r o p  s e p a r a t e l y .  O n  d o u b l e - c r o p p e d  l a n d .  c i r c l e  a c r e s  o f  t h e  s e c o n d  c r o p .  •  C o n v e r t  p a s t u r e  t o  h a y  e q u i v a l e n t  y i e l d s  b y  u s i n g  ~ h a y  y i e l d  o r  s e e  M a n u a l .  T a b l e  1 .  
D o  n o t  a d d  t h e s e  c i r c l e d  f i g u r e s  i n t o  t h e  t o t a l s .  d  L a b o r .  c r o p  c o s t s ,  a n d  p r i c e s  a r e  o n l y  f o r  t h e  g r a i n  i n  t h e  s i l a g e .  A d d i t i o n a l  c o s t s  a n d  
b  U s e  t h e s e  b l a n k s  o n l y  w h e n  h a y  i s  s o l d .  W h e n  h a y  i s  f e d  o n  t h e  f a r m ,  l e a v e  b l a n k .  r e t u r n s  f o r  s i l a g e  a r e  a c c o u n t e d  f o r  i n  t h e  l i v e s t o c k  s y s t e m .  
c h o p  o r  h a y  s i l a g e  i s  e x p r e s s e d  a s  d r y  h a y  i n  c o l u m n  7 ,  
s o  n o  c o n v e r s i o n  f a c t o r  i s  n e e d e d  i n  c o l u m n  1 1 .  
C o l u m n  1 2 .  - H a y  e q u i v a l e n t  a m o u n t  i s  t h e  q u a n ­
t i t y  o f  e a c h  f o r a g e  c r o p  p r o d u c e d ,  c o m p u t e d  b y  m u l t i ­
p l y i n g  c o l u m n  8  b y  c o l u m n  1 1 .  A d d  a l l  l i n e s  t o  o b t a i n  
t h e  t o t a l  o f  a l l  f o r a g e  p r o d u c e d  o n  t h e  f a r m ,  w h e t h e r  
f e d  o r  n o t .  
C o l u m n  1 3 .  - P r i c e  p e r  u n i t  i s  t h e  l o n g - t i m e  v a l u e  
o f  t h e  c r o p s  p r o d u c e d  ( s e e  T a b l e  1 5 ) .  T h e  u n i t  p r i c e  
f o r  c o r n  s i l a g e  i s  t h e  d o l l a r  v a l u e  o f  t h e  g r a i n  i n  a  t o n  
o f  s i l a g e .  T h e  r e m a i n d e r  o f  t h e  t o n  o f  c o r n  s i l a g e  i s  
e q u i v a l e n t  t o  0 . 3  t o n  o f  d r y  h a y ,  w h i c h  w a s  i n c l u d e d  i n  
t h e  h a y  e q u i v a l e n t  c o l u m n .  I f  h a y  i s  s o l d  f r o m  t h e  
f a r m ,  e n t e r  t h e  d i f f e r e n c e  b e t w e e n  m a r k e t  p r i c e  ( T a b l e  
1 5 )  a n d  h a r v e s t  c o s t  ( T a b l e  3 ) ,  o r  $ 1 4  ( $ 2 0 . 0 0  m a r k e t  
p r i c e  p e r  t o n  l e s s  $ 6 . 0 0  h a r v e s t  c o s t  p e r  t o n ) .  N o  v a l u e  
i s  g i v e n  t o  h a y  u n l e s s  i t  i s  s o l d  o f f  t h e  f a r m .  
C o l u m n  1 4 .  - V a l u e  o f  o p e r a t o r ' s  s h a r e  i s  t h e  
v a l u e  o f  t h e  t o t a l  g r a i n  p r o d u c e d  a n d  t h e  f o r a g e  i f  i t  
i s  s o l d  o f f  t h e  f a r m .  T h i s  f i g u r e  i s  c o m p u t e d  b y  m u l t i ­
p l y i n g  c o l u m n  8  b y  c o l u m n  1 3 .  A d d  a l l  v a l u e s  a n d  e n t e r  
t h e  t o t a l  o n  l i n e  1 5 .  
T h e  i n c o m e  o v e r  d i r e c t  c o s t s  i s  f o r  t h e  o p e r a t o r ' s  
s h a r e  o f  t h e  i n c o m e .  O n  a  s h a r e - l e a s e  a r r a n g e m e n t ,  
s o m e  o f  t h e  c r o p  c o s t s  a r e  p a i d  b y  t h e  l a n d l o r d .  T h e  
c r o p  e x p e n s e s  v a r y  w i t h  s i z e  o f  f a r m ,  s o  a d j u s t m e n t s  
a r e  m a d e  f o r  f a r m  s i z e  b e l o w  1 8 0  a c r e s  a n d  o v e r  2 6 0  
a c r e s .  A d j u s t m e n t s  a r e  a l s o  m a d e  i n  f e r t i l i z e r  c o s t s  f o r  
c o r n  f e d  t o  l i v e s t o c k ,  s i n c e  n u t r i e n t s  s u p p l i e d  b y  m a ­
n u r e  r e d u c e  t h e  a m o u n t  o f  f e r t i l i z e r  n e e d e d .  P r o t e i n  
s u p p l e m e n t  f e d  t o  l i v e s t o c k  i s  n o t  c o n s i d e r e d .  
L i n e  1 6 .  - C a l c u l a t e  a d j u s t m e n t  i n  c r o p  c o s t  a s  
f o l l o w s :  
i .  L a n d l o r d ' s  e x p e n s e s  i n  c r o p  c o s t s  i n c l u d e  t h e  l a n d ­
l o r d ' s  s h a r e  o f  t h e  s e e d  c o s t s ,  h a r v e s t i n g  c o s t s ,  a n d  f u e l  
c o s t s  i f  a n y  c o n t r i b u t i o n  i s  m a d e .  T h e  e x a m p l e  i n ­
c l u d e s  l a n d l o r d ' s  s h a r e  o f  s e e d  c o s t  o n l y .  
C o r n :  V z  X  2 3 7  a c r e s  X  $ 6 . 7 0  ( $ 3 . 2 0  s e e d s  
a n d  p l a n t s  +  $ 3 . 5 0  s p r a y s  a n d  o t h e r  m a ­
t e r i a l s )  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $  7 9 3 . 9 5  
W h e a t :  V z  X  1 5  X  $ 3 . 5 0  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  2 6 . 2 5  
O a t s :  V z  X  6 0  X  $ 2 . 5 0  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  7 5 . 0 0  
G r a s s  a n d  l e g u m e s :  V z  X  7 5  X  $ 5 . 7 0  .  . . .  ,  .  
2 1 3 . 7 5  
T o t a l  l a n d l o r d ' s  s h a r e  o f  s e e d  
a n d  s p r a y  m a t e r i a l s  . . . . . . . . . . . . . . . . . . . .  $ 1 , 1 0 8 . 9 5  
E n t e r  t h i s  a m o u n t  o n  l i n e  1 6 i  ( t o t a l  r o u n d e d  i n  e x ­
a m p l e ) ,  a n d  r e d u c e  c r o p  c o s t s  b y  t h i s  a m o u n t .  
4  
ii. If total tillable acres on line 12 are less than 180, 
multiply by $1.50 and add the resulting total to the crop 
costs. If total tillable acres on line 12 are more than 
260, multiply by $1.00 and reduce the crop costs by this 
amount, as shown in the example below. 
403 acres X $1.00 = $403. 
The adjustment in crop costs is $1,512 ($1 ,109 + 
$403). 
Line 17. - To adjust the fertilizer cost for live­
stock manure returned, multiply 7 cents, the value of 
plant nutrients in the manure produced from feeding 1 
bushel of corn, times the bushels of corn fed to live­
stock, times the operator 's share of crops from land 
where manure is applied. 
Line 18. - Total adjusted crop costs, column 5, 
plus total adjusted fer tilizer cost, column 10, equal total 
costs, column 14. 
Line 19. - To get cash-crop income over direct 
costs, subtract line 18 from line 15. 
Exhibit B: Form 2.- Livestock System 
The livestock enterprise column lists the six most im­
portant enterprises on Illinois farms. If an enterprise 
used on the farm to be budgeted is not listed, enter it 
on one of the blank lines. 
Column 1. - Number of units refers to number of 
producing cows, number of litters of pigs, number of 
ewes, or number of head of feeder livestock. One unit 
refers to the number of animals listed in Table 8. 
Column 2. - Hay equivalent per unit is the total 
forage (hay, silage, and pasture) consumed per unit, 
converted to dry hay equivalents. This figure is greater 
than the amount of hay and silage harvested (see 
Table 8). 
Column 3. - Total hay equivalent is computed by 
multiplying column 1 by column 2. This figure is for 
the total number of livestock. If the farm is 50-50 
livestock share, half of the total on line 13 is the opera­
tor 's share of hay, which is comparable with line 15, 
column 12, of Form 1 (see Exhibit A). 
Column 4. - Corn equivalent per unit is the 
amount of corn fed per livestock unit. If other grains 
are fed, these are referred to as corn equivalents. 
Column 5. - To obtain the corn equivalent total, 
multiply column 1 by column 4. Total corn, line 13, is 
also for total livestock numbers. Operator's share of 
corn fed on a 50-50 lease is half of this amount. 
Column 6. - Labor (hours) per unit refers to the 
hours spent in caring for the livestock, plus harvesting, 
storing, and handling the roughage fed to livestock. 
EXHIBIT B 

FORM 2. - LIVESTOCK SYSTEM 

Hay equivalent Corn equivalent Labor (hours) Capitalb Income over direct costs 
Livestock enterprise Unit of Per Total Per Total Per Total Per Total Per Total Operator's 
units unit" (Ix2) unit" (Ix4) unit" (Ix6) unit" (Ix8) unit" (ixIO) share 
Column No. (1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) 
Number 
1. Dairy cow, 10,000 lb., Grade A market 1 cow 7.2 T . T . 60 bu. bu. 100 $400 $250 $ 
2. 
3. Beef-cow herd, calf sold 1 cow 5.2 T. T . 6 bu. 15 260 60 
4. 
5. Yearling fe-eder steer, drylot, 500-lb. gain 1 head :;J50 1.3T. 
.1(). .C)T. 55 bu. 10 180 30J.~. 7.c:;C. 2.l:JO( 1~5.000 '7500 ~7C;o
., , I 
6. 
7. Hogs 1 litter .IT. lOT. 100 bu. 20 120 60/00 /() nnn !J. DOn I/:J.. J)OO (..,000 gOOD 
8. 
9. Sheep flock 1 ewe . 8 T . T. 2.5 bu. 25 13 
10. 
11. Laying flock 100 hens 90 bu. 70 140 110~~~~~~~W I~ ~ ~ ~ ~ ~ ~ ~ ~ ~I~ ~I~ ~ ~ 
12. 
18. Total livestock income over direct costs 
" See Tables 5, 6, 7, and 8 of Manual for explanation and methods of determining these requirements and net income per unit. 
b Inveatment in livestock, feed inventory, and miscellaneous expense. 
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_  _  _  _  
C o l u m n  7 .  - F i g u r e  t a t a l l a b a r  h a u r s  b y  m u l t i p l y ­
i n g  c a l u m n  1  b y  c a l u m n  6 .  T h e  t a t a l  a n  l i n e  1 6  i s  t h e  
a m a u n t  a f  l a b a r  r e q u i r e d  f a r  a l l l i v e s t a c k  f o r  a n  a w n e r ­
a p e r a t e d  u n i t  a r  a  l i v e s t a c k - s h a r e  l e a s e ,  s i n c e  t h e  l i v e ­
s t a c k - s h a r e - I e a s e  a p e r a t a r  s u p p l i e s  a l l  a f  t h e  l a b a r .  
C o l u m n  8 .  - C a p i t a l  p e r  u n i t  i s  t h e  c a p i t a l  n e e d e d  
f a r  e a c h  u n i t  a f  l i v e s t a c k  ( s e e  T a b l e  8 ) .  T h i s  f i g u r e  
d a e s  n a t  i n c l u d e  b u i l d i n g s  a n d  e q u i p m e n t .  
C o l u m n  9 .  - T a t a l  c a p i t a l  r e q u i r e d  i s  c a m p u t e d  
b y  m u l t i p l y i n g  c a l u m n  1  b y  c a l u m n  8 .  T h e  t o ' t a l  c a p i t a l  
r e q u i r e m e n t ,  l i n e  1 7 ,  i s  f o r  a l l  l i v e s t a c k .  I f  t h e  l i v e ­
s t a c k  i s  a w n e d  j a i n t l y  a n  a  l i v e s t a c k - s h a r e  l e a s e ,  t h e n  
t h e  t e n a n t ' s  s h a r e  w a u l d  b e  h i s  s h a r e  a f  t h e  t a t a l .  
C o l u m n  1 0 .  - I n c a m e  a v e r  d i r e c t  c a s t s  p e r  u n i t  i s  
t h e  f i g u r e  f a u n d  i n  t h e  b l a c k  b u d g e t s  i n  T a b l e s  6 a - 6 f .  
T h e  s a u r c e - a f - i n c a m e  s e c t i a n  i n d i c a t e s  w h a t  i s  s a I d  t o '  
a b t a i n  i n c a m e .  M a r k e t i n g  c a s t s ,  i f  a n y ,  a r e  d e d u c t e d  t o '  
g e t  g r a s s  i n c a m e  p e r  u n i t .  V a r i a b l e  d i r e c t - c a s t  i t e m s  
i n d i c a t e  t h e  d i r e c t  c a s t s  i n c l u d e d  i n  t a t a l  d i r e c t  c a s t s .  
T h e  d i f f e r e n c e  b e t w e e n  g r a s s  i n c a m e  p e r  u n i t  a n d  t a t a l  
d i r e c t  c a s t s  e q u a l s  i n c a m e  o v e r  d i r e c t  c a s t s .  O t h e r  p a s ­
s i b l e  c a s t  i t e m s  a r e  c a n s i d e r e d  i n  e x p a n d i n g  t h e  e n t e r ­
p r i s e  a n l y  i f  a n y  a f  t h e s e  r e s a u r c e s  l i s t e d  m u s t  b e  p u r ­
c h a s e d  a r  a b t a i n e d  a t  s a m e  c a s t .  T h e  d a l l a r  f i g u r e  
u s e d  i n  c a l u m n  1 0  i s  t h e  " i n c a m e  a v e r  d i r e c t  c a s t s "  a p ­
p e a r i n g  i n  t h e  b l a c k  b u d g e t s  i n  T a b l e s  6 a - 6 f .  
C o l u m n  1 1 .  - T a t a l  i n c a m e  a v e r  d i r e c t  c a s t s  i s  
c a l c u l a t e d  b y  m u l t i p l y i n g  c a l u m n  1  b y  c a l u m n  1 0 .  L i n e  
1 8 ,  t a t a l  l i v e s t a c k  i n c a m e  a v e r  d i r e c t  c a s t s ,  i s  t h e  s u m  
a f  a l l l i v e s t a c k  i n c a m e s  i n  c a l u m n  1 1 .  
C o l u m n  1 2 .  - O p e r a t a r ' s  s h a r e  a f  i n c a m e  a v e r  d i -
E X H I B I T  C  
F O R M  3 .  ­
L A B O R  A N D  C A P I T A L  R E Q U I R E M E N T S  
1 .  H o u r s  o f  d i r e c t  l a b o r  o n  c r o p s  ( F o r m  1 ,  l i n e  1 5 ,  c o l .  3 )  . . . .  L : l . . . l . . . b .  
2 .  H o u r s  o f  d i r e c t  l a b o r  o n  l i v e s t o c k  ( F o r m  2 ,  l i n e  1 6 ,  c o l .  7 )  . .  I J . . . 2 1 J . f l  
3 .  	 H o u r s  o f  g e n e r a l  f a r m  o v e r h e a d  l a b o r  ( T a b l e  9 ,  M a n u a l ,  I  /  c ; : ;  / 0  
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4 .  T o t a l  h o u r s  o f  d i r e c t  a n d  o v e r h e a d  l a b o r .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . .  b  9  /  /  
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6 .  M o n t h s  o f  o p e r a t o r  l a b o r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  ~ 

7 .  M o n t h s  o f  f a m i l y  l a b o r . . . . . . . . . . . . .  .  . . . . . . . . . . . . . . . . . . . .  A f  

8 .  M o n t h s  o f  h i r e d  l a b o r . . . . . . . . . . . . . . .  .  . . . . . . . .  . . .  . . . . . . . .  /  O J . .  
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1 0 .  V a l u e  o f  l a n d  a n d  b u i l d i n g s  o w n e d  . . . . . . . . . . . . . . . . . . . . . .  .  - - - ­
1 1 .  C o s t  o f  a d d e d  l a n d  a n d  b u i l d i n g s  n e e d e d  . . . . . . . . . . . . . . . . . .  - - - ­
1 2 .  T o t a l  f i x e d  c a p i t a l  i n v e s t m e n t . . . .  ,  . . . . . . . .  . . . . . . . . . . . . . . . . . . . .  - - - ­
1 3 .  r~:~~02\~:~'7~~~tJ)~~I.I~~~~.~s. Y,.1..~.~.5.?'Qo.Q . .  f )  ~ s a o  
1 4 .  P o w e r ,  m a c h i n e r y ,  a n d  l i v e s t o c k  e q u i p m e n t  o w n e d  6 {  L  0 0  
.  ( a c t u a l  o r  T a b l e  1 0 ,  M a n u a l )  . . . . . .  .  . . . . .  . .  . . . . . . . . . . . . . . ' /  0  
1 5 .  C o s t  o f  a d d e d  m a c h i n e r y  a n d  e q u i p m e n t  n e e d e d  .  . . . . . . . . .  .  

1 6 .  T o t a l  o p e r a t i n g  c a p i t a l  i l l v e s t m e n t  ( l i n e s  1 3 ,  1 4 ,  a n d  1 5 )  . . . . . . . . .  L f 9 ,  8 0 0  

r e c t  c a s t s  i s  t h e  o p e r a t a r ' s  s h a r e  a f  t a t a l  i n  c a l u m n  1 1 ,  
i f  a w n e r - a p e r a t e d - u n i t  c a l u m n s  1 1  a n d  1 2  a r e  t h e  s a m e .  
I f  t h e  a p e r a t i a n  i s  a  5 0 - 5 0  l i v e s t a c k - s h a r e  l e a s e ,  t h e n  
c a l u m n  1 2  i s  5 0  p e r c e n t  a f  c a l u m n  1 1 .  
I f  a n  e n t e r p r i s e  i n c l u d e d  i n  t h e  f a r m  b u s i n e s s  i s  n a t  
l i s t e d  a n  F a r m  2 ,  w r i t e  i n  t h e  l i v e s t a c k  e n t e r p r i s e  a n d  
s e l e c t  t h e  r e s p e c t i v e  p e r - u n i t  v a l u e s  f r a m  t h e  s a u r c e s  
l i s t e d  b e l a w :  
C o l u m n  2  - H a y  e q u i v a l e n t  f r a m  T a b l e  7 ,  t a t a l  
h a y ,  s i l a g e ,  a n d  p a s t u r e  c a l u m n .  
C o l u m n  4  - C a r n  e q u i v a l e n t  f r a m  T a b l e  7 ,  e a r n  
c a l u m n .  
C o l u m n  6  - L a b a r  h a u r s  f r a m  T a b l e  4 .  
C o l u m n  8  - C a p i t a l  p e r  u n i t  f r a m  T  a b l e  8 .  
C o l u m n  1 0  - I n c a m e  a v e r  d i r e c t  c a s t s  p e r  u n i t  
m a y  b e  f a u n d  i n  a n e  o f  t h e  b l a c k  b u d g e t s  i n  T a b l e s  6 a ­
6 f .  I f  a  l i v e s t a c k  e n t e r p r i s e  i s  e n t i r e l y  d i f f e r e n t ,  s e l e c t  
t h e  b l a c k  b u d g e t  n e a r e s t  t o '  t h e  l i v e s t a c k  e n t e r p r i s e ,  
m a k e  n e c e s s a r y  c h a n g e s  i n  s e l l i n g  p r i c e  p e r  u n i t ,  a n d  
a l t e r  f e e d  q u a n t i t i e s  a s  n e c e s s a r y ,  b u t  u s e  a t h e r  v a r i a b l e  
d i r e c t  c a s t s  a s  g i v e n  i n  a n e  o f  t h e  b l a c k s .  
E x h i b i t  C :  F o r m  3 . - S u m m a r y  
L i n e s  1  t h r a u g h  9  a r e  t o '  b e  u s e d  i n  f i g u r i n g  l a b a r  
r e q u i r e m e n t s  a n d  l a b a r  a v a i l a b l e .  F a l l a w  i n s t r u c t i a n s  
i n  p a r e n t h e s e s  f a r  t r a n s f e r r i n g  c r a p - a n d  l i v e s t a c k ­
l a b a r  n e e d s .  L i n e  3  m a y  b e  t a k e n  f r a m  T a b l e  9 ,  a r  3 0  
p e r c e n t  a f  t h e  t a t a l  o f  l i n e s  1  a n d  2  m a y  b e  u s e d .  I f  
T a b l e  9  i s  u s e d ,  r e a d  t h e  f a a t n a t e s  c a r e f u l l y  t o '  d e t e r ­
m i n e  t y p e  a f  f a r m .  T h e  i m p a r t a n t  f i g u r e s  i n  t h e  l a b a r  
s u m m a r y  a r e  t h e  m a n t h s  a f  l a b a r  r e q u i r e d ,  l i n e  5 ,  a n d  
S U M M A R Y  
I N C O M E  O V E R  C O S T S  
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2 3 .  M i s c e l l a n e o u s  e x p e n s e s  ( a c t u a l  o r  T a b l e  1 2 ,  M a n u a l )  . . . . .  .  
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total months of labor available, line 9. These figures 
give some indication of the labor efficiency of a farm 
operation. Line 5 is also important for comparing the 
labor requirements of the different farm plans that may 
be budgeted. 
Capital requirements are summarized on lines 10 
through 16. Line 10 includes the value of land and 
buildings owned by the operator; full tenant-operators 
will make no entry on line 10. Line 11 is used when 
added land and buildings are considered in alternative 
budgets. The entry for line 13, livestock, feed, and 
miscellaneous, is taken from Form 2, line 17, column 9. 
If the operation is a livestock-share lease, the figure 
from Form 2 must be divided and only the operator's 
share entered on line 13. The entry for line 14 may be 
taken from the farm account record or from Table 10. 
Line 15 is used when alternative budgets include addi­
tional machinery and equipment. The totals on lines 
12 and 16 are most important when comparing alterna­
tive plans to determine the varying needs for capital. 
Income over costs, lines 17 through 28, is the sum­
mary of the income possibilities budget. Figures for 
lines 17 and 18 are taken from Forms 1 and 2. Line 19 
is the total of cash-crop income and livestock income 
over direct costs. Lines 20 through 24 include un­
distributed costs and may be taken from previous farm 
records, if available. If figures are taken from the 
manual, carefully read all footnotes of the respective 
tables. Line 26, net income to unpaid operator and 
family labor, management, and capital, is comparable to 
long-time averages of net farm income or farm and 
family earnings used in Illinois record-book systems. 
When alternative plans are prepared and additional 
equipment and buildings are budgeted, the undistribu­
ted costs may need to be altered. Line 28, net income 
to operator and family labor and management, is im­
portant in considering the effects of added capital in 
alternative plans. 
The income-possibilities forms separate crop pro­
grams from livestock programs and consider each 
enterprise in the business. By using these forms, you 
can use the present farm plan as a benchmark to com­
pare alternative plans. It is much cheaper and faster 
to make comparisons on paper in developing a plan 
than to use the total farm business in trying out dif­
ferent plans. 
ANNUAL FARM PROJECTIONS 

The procedures for preparing annual budgets are 
explained at length so that the farmer can prepare a 
detailed analysis of projected receipts and expenditures 
and arrive at a complete financial analysis. 
The purpose of the crop and livestock projections 
(Exhibits D, E, F, and G) is to determine as accurately 
as possible for the coming year the receipts and ex­
penses by major categories. They provide the data 
necessary to prepare an accurate projected cash flow 
schedule and profit and loss statement. 
Exhibit D: Crop Production and Crop Costs 
1. List the crops to be grown in each field, the field 
number, the acres, and the estimated yield. Calculate 
total production by multiplying the acres by the esti­
mated yield. 
2. In the fertilizer section, list the analysis, the rate 
per acre, and the total required weight. 
3. In the seed section, list the varieties and the total 
quantity of each kind and variety of seed. 
4. In the chemicals section, list the kind or trade 
name, the rate of application per acre, and the total 
needed quantity. 
5. In the summary part, list fertilizer, seed, chemi­
cals, power, and machinery in the appropriate sections. 
State the analysis, variety, or kind, the amount needed, 
the month when needed, and the cost. If costs are 
shared by landlord, indicate the operator's share (see 
Exhibit D cost column with superscript "Yz"), and in­
clude only the operator's share of the cost in the cash 
flow budget (Exhibit I). 
Exhibit E: Crop Usage and Feed Requirements 
1. On the odd lines, list beginning inventory quan­
tity and value of crops produced in the previous year. 
2. On the even lines, list all crops to be seeded or 
harvested and the production in the current year. 
3. If purchases of crops are necessary for feed, enter 
the quantity, the total cost or value, and -the month 
needed in the respective columns. On the odd lines, 
enter purchases of old crop, and on the even lines enter 
purchases of the new crop. If the amount of feed 
needed from the old crop exceeds the quantity in the 
beginning inventory, then old corn must be purchased. 
In Exhibit E, 17,979 bushels of old corn were required 
for feed but only 17,250 bushels were on inventory at 
the beginning of the year, so 730 bushels were pur­
chased to feed the livestock until the new corn crop 
was harvested. (Before the crop usage table can be 
completed, the feed requirements for livestock and the 
livestock budget sheet (Exhibit G) must be completed.) 
4. Total available quantity is the sum of beginning 
inventory or production and purchases. 
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EXHIBIT E 
BUDGET SHEET--CROP USAGE and FEED REQUIREMENTS 
Total 
New Old 
5. Farm use includes feed and seed. Feed entries are 
obtained from totals of livestock requirements at bot­
tom of the form (see Exhibit E). Seed entries are 
taken from summary of crop production and crop costs 
(see Exhibit D). 
6. Sales of crops include the quantity, the total value, 
and the month of sale. 
7. The end of year inventory is calculated by sub­
tracting the farm use and sales from the total quantity 
available. 
Feed requirements for livestock are computed in the 
bottom part of Exhibit E. The livestock budget sheet 
(Exhibit G) must be completed to obtain livestock 
numbers and feeding period. 
1. In the livestock columns, include the kind of live­
stock and the number. Include the beginning and end­
ing weight of each group of livestock to facilitate esti­
mating amount of feed consumed and length of feeding 
period. 
Oats 
New 
~Q :J.k. q TO c..llrrl...£. 

YJ.. 6J .9L1 TO NOGS 

2. The period-on-feed column includes the months 
livestock will be on feed. 
3. List farm-grown feeds according to whether they 
are old or new crop. If previous farm records do not 
provide feed requirements, refer to Table 7 for guides 
in estimating amount to be fed. 
4. List separate totals for supplement fed to different 
types of livestock. Carry the total value of supplement 
fed to the cash flow summary. 
5. An alternate feed-requirement budget may be used 
if the livestock plan remains relatively the same from 
year to year (see Exhibit F). Enter the numbers of 
livestock as a group, and use feed requirements from 
Table 7 or the corn equivalents and protein and mineral 
from budgets in Tables 6a-6f. 
Exhibit G: Livestock Budget 
1. Enter the kind of livestock for each different 
group of animals in the "kind" column. If you farrow 
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O l d  
m o r e  t h a n  t w i c e  a  y e a r ,  g r o u p  t h e  b r o o d  s o w s  a n d  t h e i r  
p i g s  s i m i l a r l y  t o  t h e  e x a m p l e  i n  E x h i b i t  G .  
2 .  E n t e r  t h e  n u m b e r  a n d  v a l u e  i n  e a c h  l i v e s t o c k  
g r o u p  o n  b e g i n n i n g  i n v e n t o r y .  
3 .  C a p i t a l  p u r c h a s e s  i n c l u d e  p u r c h a s e s  o f  b r e e d i n g  
l i v e s t o c k  d u r i n g  t h e  b u d g e t  y e a r .  T h e  e n t r y  s h o u l d  
i n c l u d e  t h e  n u m b e r ,  t o t a l  c o s t ,  a n d  m o n t h  o f  p u r c h a s e .  
I f  b r e e d i n g  s t o c k  i s  g r o w n  o n  t h e  f a r m ,  m a k e  t h e  t r a n s ­
f e r  a s  i n d i c a t e d  b y  t h e  l i n e s  i n  E x h i b i t  G .  I n  t r a n s f e r ­
r i n g  l i v e s t o c k  g r o w n  o n  t h e  f a r m  t o  b r e e d i n g  s t o c k ,  
e n t e r  t h e  n u m b e r  a n d  m o n t h  o n l y .  
4 .  O p e r a t i n g  p u r c h a s e s  i n c l u d e  t h e  n u m b e r ,  t h e  t o t a l  
c o s t ,  a n d  t h e  m o n t h  o f  f e e d e r  l i v e s t o c k  p u r c h a s e d  
d u r i n g  t h e  b u d g e t  y e a r .  S h o w  s e x  o f  l i v e s t o c k  i f  i t  i s  
a  p r i c e  f a c t o r .  
5 .  T h e  n u m b e r  r a i s e d  i s  t h e  n u m b e r  o f  l i v e s t o c k  p r o ­
d u c e d  b y  t h e  b r e e d i n g  h e r d  d u r i n g  t h e  y e a r .  
6 .  C a p i t a l  s a l e s  c o l u m n  i n c l u d e s  t h e  n u m b e r ,  t o t a l  
v a l u e ,  a n d  m o n t h  o f  s a l e  o f  b r e e d i n g  l i v e s t o c k  s o l d .  
7 .  T h e  o p e r a t i n g  s a l e s  c o l u m n  i n c l u d e s  t h e  n u m b e r ,  
t o t a l  v a l u e ,  a n d  m o n t h  o f  s a l e  o f  a l l  m a r k e t  l i v e s t o c k  
s o l d .  
O a t s  
N e w  
8 .  T h e  e n d i n g  i n v e n t o r y  c o l u m n  i n c l u d e s  t h e  n u m ­
b e r  a n d  v a l u e  o f  l i v e s t o c k  t h a t  w i l l  b e  o n  h a n d  a t  t h e  
e n d  o f  t h e  b u d g e t  y e a r .  
9 .  A n  a l l o w a n c e  s h o u l d  b e  m a d e  f o r  d e a t h  l o s s .  
F r o m  p r e v i o u s  y e a r ' s  e x p e r i e n c e ,  t h e  o p e r a t o r  c a n  e s t i ­
m a t e  t h e  l o s s  i n  t h e  m a n n e r  s h o w n  a t  t h e  r i g h t  m a r g i n  
o f  E x h i b i t  G .  
1 0 .  T h e  t o t a l  n u m b e r  o f  l i v e s t o c k  o n  e a c h  l i n e  t o  t h e  
l e f t  o f  t h e  c e n t e r  d o u b l e  l i n e  ( s e e  E x h i b i t  G )  s h o u l d  
e q u a l  t h e  n u m b e r  t o  t h e  r i g h t  o f  t h e  c e n t e r  d o u b l e  l i n e  
i f  d e a t h  l o s s e s  a r e  c o n s i d e r e d .  
1 1 .  T o t a l  t h e  b e g i n n i n g  a n d  e n d i n g  i n v e n t o r y  v a l u e s  
b y  c a t e g o r i e s :  ( a )  t o t a l  m a r k e t  l i v e s t o c k  a n d  ( b )  t o t a l  
b r e e d i n g  l i v e s t o c k .  
E x h i b i t  H :  	 I n v e n t o r y  - R e p a i r  - R e p l a c e m e n t  a n d  
I m p r o v e m e n t  B u d g e t  
T h i s  f o r m  i s  u s e d  t o  l i s t  p u r c h a s e s  o f  n e w  i t e m s  
o r  r e p a i r  o f  i t e m s  l i s t e d  a b o v e  t h e  f o r m .  I t  p r o v i d e s  
s p a c e  f o r  l i s t i n g  i t e m s  n o t  p r o v i d e d  f o r  i n  t h e  o t h e r  
f o r m s .  
1 0  
EXHIBIT G 
BUDGET SHEET--LIVESTOCK 
Capital Operating 
Beg. Inventory Purchases Purchases 
Kind* No. Value No. Cost Mo. No. Cost Mo. 
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* Use two lines for ea~h grouP of animals. 
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Exhibit ,: Farm and Family Financial Budget 
The farm and family financial budget, commonly re­
ferred to as the cash flow sheet, includes operating 
sales, capital sales, operating expenses, capital expendi­
tures, family living expenditures, money borrowed, and 
repayments of borrowed money. These figures are sum­
marized by months to proj ect the flow of cash for the 
farm and family. A cash flow sheet will help a farmer 
estimate the amounts and timing of his credit needs, as 
well as the availability of repayment funds. Farmers 
with adequate capital of their own can make profitable 
use of a financial budget to plan a more adequate in­
vestment program. 
1. Operating and capital sales (Exhibit I) entries 
are made by months and include only the operator's 
share of sales. Livestock and livestock product sales 
are taken from the livestock sheet (Exhibit G). Crop 
sales are taken from the crop usage section (Exhibit 
E). Other farm receipts are estimated from the previ­
ous year's farm records. 
Capital Operating 
Raised Sales Sales End Inventory tv0,No. No. Value Mo. No. Value Mo. No. Value OJ €.t:) 
'/~ 
1/08 :1~. b'~ ~ ­
:98 $, R ~'7C; 
'/(J....
160 :18.9?/ '/ 
lL.J9 ;;n. '/}o I 
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~ ~~ 
1.:17 ~ 
2. Operating and capital expenditure entries are also 
made by months and include only the operator's share 
of expenditures. Livestock purchases (lines 10 and 27) 
are taken from livestock purchases on the livestock 
budget (Exhibit G). Feed purchased (line 11) is ob­
tained from the crop usage and feed requirement bud­
get (Exhibit E) under crop purchases and supplement 
in tons valued at the current price. Gasoline, fuel, and 
oil (line 15) are estimated on the crop-cost budget (Ex­
hibit D). Machine hire (line 16) is taken from the 
same source as gasoline, fuel, and oil. Fertilizer (line 
19), seed (line 20), and crop supplies or chemicals 
(line 21) are all taken from the crop-cost budget (Ex­
hibit D). Capital expenditures for machinery or build­
ings (lines 28 and 29) are estimated on the budget 
sheet (Exhibit H). All other farm expenses are esti­
mated from the previous year's farm records. 
3. Budget summary data come mainly from the sales 
and expenditures section of the cash flow sheet. The 
cash balance (line 31) entry is the cash estimated to 
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E X H I B I T  H  
B U D G E T  S H E E T  
I N V E N T O R Y - R E P A I R - R E P L A C E M E N T  &  I M P R O V E M E N T  
B u i l d i n g s  
D r a i n a g e  
F e n c e s  
M a c h i n e r y  
C u s t o m  w o r k  o r  
m a c h i n e  h i r e  
H o g  e q u i p m e n t  
B e e f  e q u i p m e n t  
S h e e p  e q u i p m e n t  
D a i r y  e q u i p m e n t  
S u p p l i e s  
b e  o n  h a n d  a t  t h e  b e g i n n i n g  o f  t h e  y e a r .  T o t a l  o p e r a t i n g  
s a l e s ,  l i n e  3 2 ,  a r e  c a r r i e d  f r o m  l i n e  6 .  T o t a l  c a p i t a l  
s a l e s ,  l i n e  3 3 ,  a r e  t r a n s f e r r e d  f r o m  l i n e  9 .  O p e r a t i n g  
e x p e n s e s ,  l i n e  3 8 ,  a r e  c a r r i e d  f r o m  l i n e  2 6 .  C a p i t a l  
e x p e n d i t u r e s ,  l i n e  3 9 ,  a r e  t r a n s f e r r e d  f r o m  l i n e  3 0 .  
F a m i l y  l i v i n g  e x p e n s e s ,  l i n e  4 0 ,  a r e  t a k e n  f r o m  a  h o m e  
a c c o u n t  r e c o r d  s u m m a r y ,  o r  t h e y  m a y  b e  e s t i m a t e d  
f r o m  t h e  f a m i l y  l i v i n g  b u d g e t  ( l i n e s  4 6 - 6 4  o n  t h e  f o r m ,  
n o t  r e p r o d u c e d  h e r e ) .  P a y m e n t s  o n  p r e v i o u s  y e a r ' s  
o b l i g a t i o n s ,  l i n e  4 1 ,  a r e  t h e  p a y m e n t s  o n  n o t e s  a n d  
m o r t g a g e s  t h a t  m u s t  b e  p a i d  d u r i n g  t h e  b u d g e t  y e a r .  
I n t e r e s t  p a y m e n t s ,  l i n e  4 3 ,  a r e  i n t e r e s t  p a y m e n t s  f o r  t h e  
i t e m s  o n  l i n e s  4 1  a n d  4 2 .  A l l  o f  t h e  e n t r i e s  o n  t h e  
b u d g e t  s u m m a r y  m e n t i o n e d  i n  t h i s  p a r a g r a p h  s h o u l d  
b e  m a d e  b e f o r e  t h e  s u m m a r y  i s  c o m p l e t e d .  
4 .  T h e  c o m p l e t e d  b u d g e t  s u m m a r y  ( E x h i b i t  J )  i s  
b a s e d  o n  d a t a  a s  t h e y  w o u l d  a p p e a r  i n  E x h i b i t  1 .  A  
m i n i m u m  b a l a n c e  s h o u l d  b e  m a i n t a i n e d  e a c h  m o n t h  t o  
c o v e r  p a r t  o f  t h e  c a s h  e x p e n s e s  a n d  f a m i l y  l i v i n g  i f  
t h e r e  i s  a  d e l a y  i n  e x p e c t e d  i n c o m e  f o r  a  p a r t i c u l a r  
1 2  
----
EXHIBIT I 
'9b7 
FARM AND FAMILY FINANCIAL BUDGET 
Total Jan. Feb. Mar. Apr. May June July Aug. Sept. Oct. Nov. Dec. 
Operating sales 
1. Livestock 	 ~/".7.1C ~'7'.J:l' 3.3/0 1Jq ,L/C)( 111060 b .711c.
. I 
J2. Livestock products 
3. Crops 	 !? 7~C, I :2?C. ,tJi/(. 1'i.9,6( 
--- ---- , 
4. Custom work 
S. Government payments and miscellane ous 69() qc; )/'0 	 ~O J.CiO )J.e; qo 
6. TOTAL OPERATING SALES 	 ~j, }lf~ qc, IhO V831£ R.3JO ~O ~a/)'~( LCJO IIL06{) / /L¥5 1{'.7RC:: 
Capital sales 
7. Livestock (dairy, breeding) } .4;)'"; 	 8b'j bAr: 
8. Machinery and equipment 
9. TOTAL CAPITAL SALES 1.C.::J.": 	 867 hM 
Operating expenses 
10. Feeder livestock purchases 1)4. R),'1 	 l.t..n.:Jr IR $? 'I 
Ica~lv £fIJi 
11. Feed purchased 	 1)..7"1C :360 '1'lCj "q!..,CSl1P1..313:JO 	 .'16n 360 3bD 86D .~hC ~6r: 31:£ ~bn /31JJ 
12. Live stock expen,e (breeding, 
veterinary, medicine) 	 7dC 91:) lIe; be r<c, Q() f?C; ~O 60 S,t; 
13. Hired lahor '1,~O( 360 '160 3bO ~!).O C;OO ~bO 3/-"0 ,,;;0 ~t.,n .liOn .Cx'1Cl ::360 
14. Repairs - machinery 	
,C;O }nC! Jnn :Jc,r; J.t)o )C)'O:J.~ &:J JOn 500 :100 	 '30(: :3.t;o 
15. Gasoline, fuel, o il 	 j ..CJ:X )C)O )50 £)...50 !J.Cj() J50 rc;o /00 lOO rc;n 
16. Machine hire J. OOC -YO "Ir: ,'7X) J../.-C ffi bO J40 CD bn .L.Jn IRO ;JC;n 
17. Auto (farm share) 	 :)"(' ao £lr ,10 :In ,.20 ~O -0(\ ,X) .20 ~n
-	
£20 --20 
18. Electricity and teleph o ne L/80 "'KJ WJ -<In If-() "fa J..j.Q .1.J.() L.J() .<,in ,{In .L..JD -v-O 
19. Fertilizer and lime 2'1RLt [;.;;) ).ORO 	 -<j:J ~/O
r 
20. Seed and plants purchased 	 $?Ol,l :ib3 ' '-I9b ~C; 
21. Crop supplies (sprays, etc.) 1 .'10-::1 	 C::h.j '1ij/ 
22. Repairs - buildings, tile~ fence, e tc. 
23. Taxes (real es tat e, machinery, e tc.), rent :JtbO 	 ;;JbO 
24. 	 J nsurance (fire, windstor;n, 

liability, etc.) LiRO /70 ;:5)0 

25. ?Iiscellaneous 	 ;)¥'O RO ,20 :20 ."-30 :30 30 :30 
26. TOTAL OPERATING EXPENSES 16 ~o9 v: Inn CJbr; l1041 "),'3'19~39d II, 'i?~ 'rJ lAO lL.?.'~n IJ.A/n ~OA9~b ."1cXJ i LJ9C; 
Capital expenditures 
27. Livestock 	 b~ bj 
T~/lC TORo, 5 PL. / 
28. 	 Machinery b Il. ell£. r. bl? PI..IlNi'E/( 9.000 19.noo 

/ / 

29. Buildings, fence, tile, etc. 
30. TOTAL CAPITAL EXPENDITURES 9.06~ 190o() 	 61 
(Continued on page 14) 
month. In the example, a minimum of $1,000 is on line 45 for January to line 31 for February. In 
maintained. February, the total available dollars (lines 31 + 32 + 
Preliminary totals of available dollars (lines 31 + 33 + 34 + 35) are less than total expenditures (lines 
32 + 33 + 34 + 35 = line 37) and expenditures (lines 38 + 39 + 40 + 41 + 43), so $4,500 is borrowed, en­
38 + 39 + 40 + 41 + 43 = line 44) are computed for tered on line 36, and added to the previous total. The 
January. The difference between line 37 and line 44 is new total of available dollars, $7,605, less total expendi­
the cash balance at end of month (line 45). Carry total tures, leaves a cash balance of $1,220. In March, the 
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5. The final step is to summarize the borrowed comes from the cash flow, the farm record deprecia­
money outstanding. Make this summary at the bottom tion schedules, the crop usage budget, and the livestock 
of the form, as written at the bottom of Exhibit]. Ac­ budget. The sources are noted on the budget summary 
cumulate the amounts borrowed by months by adding (Exhibit K). Note that cash expenses include oper­
lines 36 and subtracting lines 42. These accumulated ating expenses, line 38, and interest payments, line 43, 
totals indicate the amount of borrowed money out­ from Exhibit I. 
standing at the end of each month. The profit and loss statement provides an estimate 
of the expected farm income for the budget year,
Exhibit K: Budget Summary Profit and Loss whereas the cash flow budget summarizes the flow of 
The profit and loss statement is a summary of the funds each month during the year. 
farm business for the budget year. The information 
EXHIBIT K 
BUDGET SUMMARY PROFIT AND LOSS 
Total operating sales ('-liVe. 3~) 
Operating expenses 
Cash expenses (L/W£ 3g i /../3) $ .14 ~6J 
Depreciation(+~~Yh l\~QOUf,jTR..E~oR.O, O€PJ?,.,$CHCC)4Lf.) ~ 31b 
Total operating expenses $~777 
Operating profit and loss 
$ '''' 368 
Capital gains and losses 
Machinery and 
Livestock equipment 
Gross sales (LIIVl::. :3 3) $_---­
Remaining cost (dep. sch.) 
Total capital gain or loss + + $ 
~et operating and capital gains 
profit and loss /62,8<77, 
Feed and Market 
Net inventory change grain livestock 
Net change + -,);,cOab 
Net profit or loss $ C}.6:3; 
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O P E R A T O R ' S  C O N T I N U O U S  N E T  W O R T H  S T A T E M E N T  

a l s o  r e f l e c t  t h e  a m o u n t  o f  d e p r e c i a t i o n  o n  d e p r e c i a b l e
E x h i b i t  L :  N e t  W o r t h  S t a t e m e n t  
i t e m s .  
T h e  c o n t i n u o u s  n e t  w o r t h  s t a t e m e n t  l i s t s  t h e  v a l u e s  
T h e  c o m b i n e d  u s e  o f  t h e  n e t  w o r t h  s t a t e m e n t  a n d  t h e  
o f  c u r r e n t  a s s e t s ,  f i x e d  a s s e t s ,  c u r r e n t  l i a b i l i t i e s ,  a n d  
p r o f i t  a n d  l o s s  s t a t e m e n t  i s  t h e  o n l y  w a y  a  f a r m e r  c a n  
d e f e r r e d  l i a b i l i t i e s  a t  t h e  e n d  o f  e a c h  y e a r .  T h e  d i f ­
r e a l l y  d e t e r m i n e  t h e  s u c c e s s  o f  h i s  f a r m  b u s i n e s s .  T h e  
f e r e n c e  b e t w e e n  t o t a l  a s s e t s  a n d  t o t a l  l i a b i l i t i e s  i s  t h e  
p r o f i t  a n d  l o s s  s t a t e m e n t  i n d i c a t e s  h o w  m u c h  p r o f i t  h e  
n e t  w o r t h  o r  t o t a l  n e t  s a v i n g s  i n  a l l  f o r m s  o f  a s s e t s .  
m a k e s  e a c h  y e a r ,  w h i l e  t h e  n e t  w o r t h  s t a t e m e n t  i n d i ­
T h e  n e t  w o r t h  s t a t e m e n t  s h o u l d  r e f l e c t  t h e  a c t u a l  c o n ­
c a t e s  h o w  w e l l  h e  u s e s  h i s  p r o f i t  f o r  c a p i t a l  a c c u m u ­
s e r v a t i v e  s a l e  v a l u e s  o f  t h e  a s s e t s .  T h e s e  a s s e t s  s h o u l d  
l a t i o n .  
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P A R T I A L  B U D G E T S  
P a r t i a l  b u d g e t s  c a n  b e  a  v e r y  h e l p f u l  t o o l  i n  f a r m  S o m e  e x a m p l e s  o f  s u c h  a d j u s t m e n t s  a r e  ( 1 )  p u r ­
p l a n n i n g .  T h e y  a r e  c o m m o n l y  u s e d  t o  e s t i m a t e  t h e  e f ­ c h a s i n g  a  n e w  m a c h i n e ,  ( 2 )  l e a s i n g  a  m a c h i n e ,  ( 3  )  
f e c t s  o f  p o s s i b l e  a d j u s t m e n t s  i n  t h e  f a r m  b u s i n e s s  b e ­ c o n s t r u c t i n g  a  n e w  b u i l d i n g ,  ( 4 )  r e d u c i n g  t h e  n u m b e r  
f o r e  a d j u s t m e n t s  a r e  m a d e .  A  l i t t l e  p e n c i l  w o r k  c a n  o f  a c r e s  o f  o n e  c r o p  a n d  i n c r e a s i n g  a c r e s  o f  a n o t h e r  
s a v e  m a n y  d o l l a r s  i n  p r e v e n t i n g  a  w r o n g  d e c i s i o n .  c r o p ,  ( 5 )  a d d i n g  m o r e  b r o o d  s o w s  o r  f e e d e r  p i g s ,  ( 6 )  
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adding to the size of a dairy herd, and (7) increasing 
or decreasing the number of feeder cattle. 
In making partial budgets, be sure to keep these 
points in mind. 
1. Include every item of cost that will be affected 
by the change. 
2. Include ,every item of returns that will be affected. 
3. Use reasonable and realistic yields and prices. 
4. Usually you will want to consider more than one 
alternative. 
Exhibit M: Partial Budget 
Exhibit M illustrates use of a partial budget to help 
determine whether to buy a self-propelled combine with 
a corn head or to use a custom operator. Another al­
ternative might be to lease the necessary machinery. 
Note the fixed costs: (1) depreciation, (2) interest, 
(3) taxes, (4) insurance, and (5) housing. All of these 
are annual costs. They must be met whether or not the 
machine is used. Calculate depreciation by dividing the 
cost of the machine by the number of years you ex­
pect to use it. 
To calculate interest, multiply the purchase price by 
the annual interest rate you are currently paying for 
borrowed capital for machinery purchase, and divide 
by two, or multiply the purchase price by one-half of 
your annual interest rate. 
Example: 

Cost of the machine is $10,000; 

$10,000 X 6% = $600 -;- 2 = $300, average annual 

interest cost 

or 
$10,000 X 3% = $300, average annual interest cost. 
On the basis of your past tax records plus anticipated 
increases in tax rates, estimate how much the proposed 
adjustment will increase your property taxes. 
On the basis of your present insurance rates, esti­
mate how much it will increase your present annual 
insurance premium. 
A charge for shelter should probably be made 
whether or not the machine is housed. Annual storage 
costs on a typical inventory of machinery and equip­
ment will be about 1.2 percent of the purchase price. 
N ext consider variable costs. In the case of a ma­
chine, these costs include repairs, fuel, oil, grease, and 
labor. 
Repair costs can be estimated from past records on 
farm machinery if they are available. If not, they may 
vary from 2 percent to 7 percent of the price annually. 
An average figure would be 4 percent. 
Fuel, oil, and grease costs should also be based on 
estimates obtained from past records. If they are not 
available, use a figure of about 46 cents per acre for a 
two-row corn combine. 
No reduced income is included in a proposed adjust­
ment of this kind. 
After listing additional costs and reduced returns­
when applicable - consider possible additional returns. 
In an example such as is used in Exhibit M, owning 
a combine might make possible a more timely harvest, 
because of not having to wait for a custom operator, 
and hence additional returns. Another example would 
be the sale of livestock produced or finished as a re­
sult of starting a livestock enterprise or enlarging the 
present one. 
N ext list reduced costs. In the example the reduction 
would be in hiring a custom opera tor. I f you owned 
your own machine, you would not have to hire one. 
N ow total all dollars listed under additional costs and 
reduced returns. Then total the additional returns 
and the reduced costs. If the total additional returns 
and reduced costs are greater than the total additional 
costs and reduced returns, assuming that the figures 
used were reasonable and realistic and that the operator 
can assume the increased risks if any, the proposed 
adjustment may be made. 
In Exhibit N, note that the proposed adjustment in­
volves adding 51 steers to an existing feeding operation. 
In this illustration the operator has decided to change 
his cropping system by not producing 20 acres of soy­
beans and 20 acres of wheat. Instead he is increasing 
his alfalfa acreage by 20 acres, of which he will use 10 
acres for pasture, and he is raising 20 acres of oats. 
Note carefully the additional costs and reduced re­
turns compared with the additional returns and reduced 
costs. 
Assuming that the figures are reasonable and real­
istic, the addition of 51 calves would increase his in­
come by $246. However, with the increased risk that 
would be involved, it is doubtful that he should make 
the proposed change. 
Preparing partial budgets often helps a farmer de­
cide whether to make a particular adjustment. 
(Exhibits M and N are shown on pages 18 and 19.) 
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E X H I B I T  M  
P A R T I A L  B U D G E T  
A d j u s t m e n t :  C h a n g i n g  f r o m  c u s t o m  c o m b i n i n g  t o  o w n e r s h i p  o f  a  c o r n  c o m b i n e  f o r  
2 5 0  a c r e s  o f  c o r n .  
A d d i t i o n a l  c o s t s  
A n n u a l  f i x e d  cos~s 
I n t e r e s t  
P u r c h a s e  p r i c e  +  
s a l v a g e  v a l u e  
2  
D e p r e c i a t i o n  
P u r c h a s e  p r i c e  ­
s a l v a g e  v a l u e  
y r s .  o f  l i f e  
T a x e s  
P u r c h a s e  p r i c e  
2  x  
I n s u r a n c e  
P u r c h a s e  p r i c e  
2  x  
S h e l t e r  
P u r c h a s e  p r i c e  x  
O p e r a t i n g  c o s t s  
F u e l  
O i l  
L a b o r  
2 5 0  	 a c r e s  
$  
x  i n t e r e s t  r a t e  
3 3 0  
9 0 0  
2 %  
1 0 0  
. 5 %  
1 %  
2 5  
1 0 0  
1 7 5  
1 8  
1 . 5 7  a c r e s / h r .  x  $ 1 . 5
0
/  
h r
•  
2 3 9  
R e p a i r s  
4 8 f o / y r .  
4 0 0  
R e d u c e d  r e t u r n s  
$  
A .  	 T o t a l  a n n u a l  a d d i t i o n a l  
c o s t s  a n d  r e d u c e d  r e ­
t u r n s  
$  2 , 2 8 7  
A d d i t i o n a l  r e t u r n s  
$  
R e d u c e d  f i e l d  l o s s e s  ? ?  
R e d u c e d  c o s t s  
$  
C u s t o m  c o m b i n i n g  
$ 7 . 0 0 j a c r e  x  ·2 5 0  a c r e s  
1 , 7 5 0  
B .  	 T o t a l  a n n u a l  a d d i t i o n a l  - ­
r e t u r n s  a n d  r e d u c e d  
c o s t s  
$  1 , 7 5 0  
$  2 , 2 8 7  
N e t  c h a n g e  i  n  i n c o m e  ( B  m i n u s  A )  ( - )  
$  2 3 1  
1 8  
EXHIBIT N 
PARTIAL BUDGET 
Adjustment: Feeder Steers: 
Purchase: 450 pounds each at $27.00 per cwt. plus a 2 percent death 
loss (one animal). 
Sale: 1,000 pounds each at $24.50 per cwt. gross; marketing charge 
of $6.00 per head. 
Feed: 50 bushels of corn equivalent and 220 pounds of supplement 
per head; pasture and hay from the additional 20 acres of alfalfa. 
Ten of the additional 20 acres will be harvested as hay. 
Interest on cattle and concentrates: $10 per head. 

Taxes and miscellaneous costs: $4 per head. 

Additional costs 
51 steers purchased at 450 lb., 
$27 per cwt. 
50 steers, marketing cost, 
$6 each 
11,000 lb. supplement (220 x 
50), $5 per cwt. 
Taxes and miscellaneous costs, 
$4 per head (50 steers) 
Interest, $10 per head 
(51 steers) 
20 acres oats, $10 per acre 
Fertility for oats, 1,200 bu., 
12¢ per bu. 
Harvesting 10 acres additional 
hay, $13.50 per acre 
Reduced returns 
20 acres soybeans, 32 bu. per 
acre, $2.20 per bu. 
20 acres wheat, 36 bu. per 
acre, $1.50 per bu. 
2,500 bu. corn (50 bu. per 
steer to 50 steers), 
$1.10 per bu. 
A. 	 Total annual additional 
costs and reduced returns 
$ 6,196 
300 
550 
200 
510 
200 
144 
135 $ 8,235 
$ 1,408 
1,080 
2,750 
$13,473 
Additional returns 
50 steers sold at 1,000 lb., 
$24.50 per cwt 
20 acres oats, 60 bu. per 
acre, 55¢ per bu. 
Reduced costs 
Growing and harvesting: 
20 acres soybeans, $15 
per acre 
20 acres wheat, $l2 per 
acre 
Fertility: 
640 bu. soybeans, 15¢ 
per bu. 
720 bu. wheat, 24¢ per bu. 
B. 	 Total annual additional 
$l2,250 
660 
$l2,910 
$ 
$ 
300 
240 
96 
173 
returns and reduced costs $13,719 
13,473 
Net change in income (B minus A) 	 $ 246 
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